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Chairman’s statement

2002 was another year of good growth in turnover and profits for our company
with an excellent growth in earnings per share.

On the 1st January 2003 | stepped down as chief executive but am delighted to
continue as chairman of this fine company.

I have enjoyed enormously my 20-year tenure as chief executive and the growth
of Rentokil Initial over that time: turnover increased from £112 million in 1982 to
£2,339 million in 2002, profits from £17 million in 1982 to £390 million in 2002 and

employees from 6,600 in 1982 to over 92,000 in 2002. This performance, | believe, is

a tribute to the talents and commitment of generations of outstanding Rentokil
Initial people whom | have had the honour to lead. Their achievement is marked
by the company’s performance over that 20-year period when earnings per share
growth averaged some 20% per annum. Shareholders have benefited from a
similar growth in dividend per annum and a twenty-fold increase in the share
price to 220p at the end of 2002.

James Wilde succeeds me as chief executive. He has been a very successful
member of the executive team since 1993 and is highly regarded throughout the
organisation. | am confident his will prove to be an excellent appointment.

RESULTS

Results for the full year were largely in line with market expectations,
despite the negative impact of exchange rates. Turnover increased by 4.3%
to £2,339.5 million. Profits before tax increased by 4.3% to £390.3 million

and earnings per share were up 12.8% to 15.00p. Operating cash flow was

£243.1 million, with dividends of £97.7 million reducing it to £145.4 million. Net
debt increased by £133.4 million to £1,260.4 million, from £1,127.0 million at the
end of 2001, largely due to the cash outflow from the purchase of our own shares.

AlM

Our aim remains:
To substantially outperform the support services sector as measured by total
shareholder return over a five-year period.

We target to achieve this through a continual drive to improve the quality of
our service delivery and technical leadership, the quality of our culture and
management and the quality of our earnings.

ACQUISITIONS & DISPOSALS

Twelve bolt-on acquisitions were made in 2002 at a total cost of £34.5 million.

In February 2003, the company completed the sale of its non-core, cash-in-transit
operation in Belgium.

SHARE BUY-BACK
During the course of 2002 the company purchased 92.4m shares, or 4.7% of the
issued share capital as at the beginning of 2002.
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Chief Executive's review continued

ACQUISITIONS AND DISPOSALS

Twelve bolt-on acquisitions were made in 2002 in Hygiene, Security, Pest Control

and Tropical Plants at a total cost of £34.5 million, contributing £19.5 million to 2002
turnover. Subsequent to the year end, the company sold its non-core, cash-in-transit
operation in Belgium, this business having produced turnover in 2002 of £11.8 million.

SHARE BUY-BACK
In 2002 the company purchased 92.4 million shares at a cost of £237.5 million.

BUSINESS STREAM ANALYSIS

TURNOVER £2,339.5m -7

Facilities Management 21% I\N

Parcels Delivery 8% o——Hygiene 30%

i :www

HIED

Conferencing 3% Security 24%

Tropical Plants 5% Pest Control 9%

OPERATING PROFITS £442.0m
Facilities Management 8% £
Parcels Delivery 6% Hygiene 45%
Conferencing 6% Security 12%

Tropicai Piants 5% Pest Controi 16%

SPECIALISED SERVICES

Hygiene services was up by 3.8% in turnover at £697.6 million and 2.4% in operating
profits at £197.8 million. Continental Europe was up 8.2% in turnover at £425.0
million, with particularly strong performances in France and The Netherlands and

good performances in ltaly, Spain and Switzerland. UK turnover was down by 3.3%
at £188.8 million, North America down 5.8% at £6.7 million and Asia Pacific and
Africa up by 0.4% at £77.1 million with a particularly good performance in Indonesia.

During the year, there were several significant achievements within Hygiene.

The UK business won a two-year contract from Kwik-Fit to lease, wash and maintain
corporate clothing for 7,000 staff. Also in the UK, we worked with Mothercare
to design, supply and manage uniforms worn by some 5,000 staff. In France, we
were awarded workwear rental contracts for two divisions within the Danone
group. In Switzerland, the business scored a major success in securing a contract
to work with the World Health Organization. In Hong Kong, we won a two-year
contract from the government to service 400 sports and leisure venues around the
territory. Success in managing health and safety within Textile Services in the UK
earned the company a Silver Award from the Royal Society for the Prevention

of Accidents (RoSPA) during the year.

Security services turnover was up 10.2% at £554.4 million with operating profits
up by 6.5% to £52.2 million. Continental Europe turnover was up 10.0% at
£130.5 million with an excellent performance in France and a good improvement
in Belgium. North America turnover was up by 13.8% at £163.3 million with
continued excellent growth in manned guarding contracts in the USA. UK
turnover was up by 8.1% at £260.6 million.

Security in The Netherlands won a substantial security services contract with
Rabobank Group, a financial services provider with 2,100 branches. The contract
involved Security installing new alarm communicators in Rabobank branches and
taking over responsibility for alarm monitoring through its monitoring centre in
Eindhoven. In North America, Security was selected by vehicle manufacturer Nissan
as its national provider, and is currently providing security services at 15 locations
around the USA, whilst Security in Canada was awarded a substantial five-year
contract with Canada Post, which extends the service already provided.
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Chief Executive’s review continued

During the year, two prestigious contracts with Kodak were secured to provide
cleaning, pest control, tropical plants, porterage, garment rental and washroom
services at two sites in the UK. Management Services signed a three-year facilities
management contract with Xerox, covering 73 of their premises in the UK.

UK Cleaning scooped two Golden Service Awards in 2002, winning two categories:

‘retail outlet’ and ‘offices below 15,000 sqm’. Catering Services won Best Group
Marketing Campaign at the Caterer & Hotelkeeper Awards, and the Contract
Catering Website of the Year from Caterer.com for its healthy eating website for
schoolchildren called ‘Coolimeals’. Finally, three other businesses were recognised
for their health and safety management with Gold Awards from RoSPA.

GEOGRAPHICAL COMMENTARY

TURNOVER £2,339.5m
e
UK 49%—~——

OPERATING PROFIT £442.0m - -

-

UK 3&1\11«

Continental Europe 34% [

Continental Europe 3%
North America m,x.irbl

Asia Pacific & Africa 8&[/4

North America .E..\..L/‘

Asia Pacific & Africa 6%

Europe North America Asia Pacific and Africa
Austria The Netherlands Bahamas Australia Singapore
Belgium Norway Barbados Fiji South Africa
Czech Republic Portugal Canada Hong Kong South Korea
Denmark Republic of Ireland Guyana Indoresia Taiwan
Fintand Spain Jamaica lapan Tanzania
France Sweden Martinique Kenya Thailand
Germany Switzerland Trinidad Malaysia Zambia
Greece United Kingdom USA New Zealand Zimbabwe

Italy Philippines

UK turnover grew by 5.6% to £1,153.4 million and operating profits by 1.0% to
£225.2 million. Hygiene turnover was down by 3.3% at £188.8 million, Security up
by 8.1% to £260.6 million, Tropical Plants down by 1.9% at £13.0 million, Pest Control
up by 1.0% to £68.8 million, Conferencing up by 3.9% to £77.6 million, with Facilities
Management improving strongly and excellent growth from Parcels Delivery.

Continental Europe turnover was up by 7.7% to £722.1 million and operating profits
by 6.3% to £151.9 million. Hygiene turnover was up by 8.2% to £425.0 milli
Security up 10.0% to £130.5 million, Tropical Plants up by 12.9% to £27.2 million
and Pest Control up by 5.2% to £94.6 million.

North America turnover was up by 6.3% to £334.4 million and operating profits
up by 1.0% to £20.5 million. Hygiene turnover was down by 5.8% to £6.7 million,
Security turnover was up by 13.8% to £163.3 million, Tropical Plants was down

by 6.5% to £70.7 million and Pest Control up by 6.1% to £16.5 million.

Asia Pacific and Africa turnover was up by 4.0% to £129.6 million and operating
profits up by 2.3% to £44.1 million. Hygiene turnover was up by 0.4% to

£77.1 million, Tropical Plants turnover down by 7.0% to £8.7 million, with Pest
Control turnover up by 4.4% to £31.3 million and a strong performance in
Parcels Delivery.

BUSINESS REVIEW

The business review that ! conducted during the second half of last year, following
my appointment as chief executive designate in May, has reinforced my belief that
the aim and strategy of the company remain appropriate. Our shared customer and
prospect base, management expertise and critical mass lead me to believe that our
businesses will perform better within Rentokil Initial than elsewhere.






Chief Executive’s review continued

The review identified a number of key factors, which will provide a platform for
more effective execution of management action, greater customer focus and
improved sales and service productivity.

My first major change since becoming chief executive on 1st January 2003, has
been to create a service-based sector management structure. This replaces the
regional structure and is the most significant management restructuring in

twenty years. The rationale behind the new structure is broadly to group together
businesses that provide the same services, or businesses which have similar
operational and market drivers, whilst taking into account the size of individual

sectors and their geographic spread.

BUSINESS REVIEW - KEY FINDINGS
o The businesses share a common customer and prospect base.

o Groups of businesses share similar key operational and market drivers.
o The businesses need to be more outward facing with better targeted marketing.
o Further scope exists for sales and service productivity improvements.

o There is a demand for increased use of technology in customer reporting
and quality programmes.

o Benefits will arise from further refinement of the recruitment process
and further development of business-specific training.

o Potential exists for integrating back office functions.

o Opportunities exist for streamlining management reporting.

BUSINESS REVIEW - ACTIONS

Management restructuring

The six regions have been replaced with four sectors, each one headed by a
managing director — Edward Brown (Sector 1), Clive Ward (Sector 2), Henri
Hendrickx (Sector 3) and Henry Chandler (Sector 4). As part of this process, there
have been a number of senior management changes including the departure of
two regional managing directors and five senior managers. The central marketing
function has been disbanded and responsibility has been devolved to each sector
to improve sales and marketing effectiveness.

Customer focus

All businesses are now re-evaluating their sensitivity to changes in their customers’
needs and markets and are tasked with further development of their competitive
advantages. Furthermore, they will more vigorously review quality control to
ensure consistent, high standards of service delivery.

Sales productivity
Each sector w

identify branches with the highest productivity as the best practice
benchmark. National account sales teams are being strengthened where
appropriate.

Service productivity

To enhance our competitive advantage, the use of technology will be increased

to provide customers with immediate and transparent information on service
delivery and quality control. Sector-based service productivity measurements will
be introduced to bring under-performing branches up to the standards of the best
in their sector.
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Finance Director’s review continued

Dividend payments were £97.7 million, up by 5.9% over 2001’s £92.3 million,
reflecting the net of the dividend per share increase and the lower number of
shares in issue. This gave a statutory cash flow before acquisitions and disposals in
the year of £156.8 million (2001: £133.9 million).

We invested net cash of £34.5 million in acquisitions (2001: £21.1 million) as

covered elsewhere in this review. There were no disposal proceeds in 2002 (2001:
£1.9 million). Net cash inflow before use of liquid resources and financing was
£122.3 million (2001: £114.7 million). The share buy-back programme produced

an outflow of £234.6 million (2001: £277.9 million). After lease financing of

£11.4 million (2001: £8.0 million), issue of ordinary share capital in respect of

share options of £5.2 million (2001: £4.4 million) and negative foreign exchange
movements of £14.9million (2001: £2.6 million positive), year-end net debt increased
to £1,260.4 million.

SHAREHOLDERS' FUNDS

Equity shareholders’ funds at the end of 2002 were negative £707.9 million,
compared to the negative £646.7 million at the end of 2001. The principal cause of
this movement was the £237.5 million share buy-back (which included £2.9 million
in creditors at 31st December 2002 and settled in January 2003) and £11.9 million
of exchange adjustments. Partly offsetting these were the £183.0 million of
retained profit and new share capital issued in respect of share options of

£5.2 million accounting for the balance of the movement.

In relation to turnover and profits, the low level of net operating assets in

the company (excluding goodwill and investments other than associates) of
£235.3 million (2001 £201.0 million) reflects the nature of service businesses where
the scarce resource is not assets but the people in the business and the customer
base that has been built up over the years. However, this figure does not include
the good of £2.4 billion previously written off to reserves invested into the
acquisitions which produce good profits and cash flow, nor does it include the

value of the company’s own businesses and brands that has been built up over
the years. The real value of this goodwill can be seen in the very high return on
operating assets earned by the business (203% operating profit on average net
operating assets) and also by the interest cover of eight and a half times, and the
free cash flow in the year of £254.5 million (2001: £226.2 million) which was
available to finance dividends, acquisitions and the purchase of own shares.

FINANCING STRATEGY AND STRUCTURE

Businesses around the world are budgeted and managed to generate cash in their
local currencies and to repay local or intercompany debt and then pay dividends
each year into group treasury. The group treasury borrows to finance group
requirements and to finance acquisitions and borrows, holds cash and uses financial
instruments to manage group currency, interest and liquidity exposures. Financial
instruments may be purchased or issued to manage the currency and interest rate
exposures. We do not trade such financial instruments. The effect of the company’s
treasury activities is reflected in the disclosures in note 20.

During 2002 the company further lengthened its debt maturity profile and
broadened its financing mix, with the issue of a €500m 5 year note, together

with three other shorter term notes totalling £85m under its existing €2.5 billion
Euro Medium Term Note programme. All the notes issued were rated BBB+ by
Standard & Poor’s, a rating which has been unchanged since it was first established
in October 2001. This rating, together with its stable outlook, was recently
reaffirmed by the rating agency as part of its normal annual review process.

FOREIGN CURRENCY RISK

Foreign currency risk can arise as follows: from transactions in currencies other than
the home currency of the relevant business; from translation of the results and
assets and liabilities of overseas businesses; from foreign currency financial assets
and liabilities; or from financial instruments purchased or issued to hedge or
manage these exposures. Although we do not have any material import or export
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Finance Director’s review continued

ACQUISITIONS

During 2002 the company purchased 12 companies and businesses for a total
consideration of £34.3 million which, together with adjustments for deferred
consideration, took the total spend up to £34.5 million. Details of the businesses
acquired are set out on page 71 of this annual report and the turnover and
operating profit therefrom are set out on the face of the consolidated profit
and loss account on page 43 of this annual report.

The consideration for these businesses included £34.6 million of goodwill which has
been capitalised as an asset, together with the goodwill on earlier acquisitions since
the change in accounting standards effective on 1st January 1998. More detailed

commentary on our policy of non-amortisation of good and the impairment
testing in respect thereof is provided in the Accounting Policies section of this

annual report on pages 47 and 48.

DISPOSALS

Whilst no disposals were made in 2002, since the end of the year the company
completed the sale of its non-core, cash-in-transit operation in Belgium, this
business having produced turnover in 2002 of £11.8 million.

Since the preliminary results announcement on 27th February 2003 the purchaser
of our former US Plant Services business, Ashtead Group plc, has made three public
announcements regarding their current trading performance, their interim dividend
and their banking arrangements. These announcements together with their
relevance to the Ashtead Group plc convertible loan note which was received in
part consideration for the sale of this business in year 2000 are more fully explained
in note 20.

SHARE BUY-BACK

During 2002 the company continued to buy back its shares, its mandate to do

so having been renewed at the annual general meeting on 30th May 2002.
During the year the company bought back some 92.4 million shares at a cost of
£237.5 million. Between 29th March 2000 and 31st December 2002 the company
has bought back 1,006.4 million shares (representing some 35.1% of the issued
share capital as at 1st March 2000) at a total cost of £1.82 billion, this representing
an average cost of 180.8 pence per share, all such purchases having been earnings
per share enhancing.

At 31st December 2002 the company had outstanding approval to buy back a
further 250 million shares, representing some 13.4% of the then outstanding share
capital. Since the year-end a further 10.5 million shares have been repurchased at
a total cost of £18.1 million, this representing an average cost of 172 pence which,
like earlier purchases, are earnings per share enhancing.

PENSION SCHEME

Having closed the defined benefit sections of its UK pension scheme to new starters,
in line with the approach taken by other leading public listed companies, in April
2002, the company introduced a defined contribution section in its place. To date
the company has not made any changes to employee benefits or employee
contributions in respect of defined benefit pension arrangements in the UK and,
currently, has no plans to do so.

The UK pension scheme trustee in conjunction with its actuary and in consultation
with the company, is currently in the process of finalising the results of the April
2002 triennial valuation of its defined benefit pension scheme. This is expected to
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DIRECTORS AND
SECRETARY

Directors

Secretary

Sir Clive Thompson Chairman

Aged 59. Appointed a director in August 1982. Chief executive from January 1983 to January 2003 and chairman from
May 2002. Chairman of Kleeneze plc. Past president of the Confederation of British Industry (CBI). Former director of
J Sainsbury plc, Wellcome PLC, BAT Industries PLC, Seeboard plc and Caradon PLC. Former deputy chairman of the
Financial Reporting Council and member of the Committee on Corporate Governance.

B D McGowan Non-Executive Deputy Chairman

Aged 58. Chartered Accountant. Appointed a director in October 1996 and deputy chairman in May 2002. Chairman
of UMECO plc and Catalyst Corporate Finance Limited. Formerly chief executive of Williams plc and Chairman of House
of Fraser plc. The senior independent non-executive director.

J C F Wilde Chief Executive

Aged 49. Appointed a director in February 2002 and chief executive in January 2003. Joined the company in July 1993
when Securiguard Group plc, of which he was a director, was acquired. Appointed regional managing director in
September 1996 and business development director in January 2001. Before joining Securiguard, held executive
appointments with Charles Barker ABH International Limited.

R C Payne Finance Director

Aged 54. Chartered Certified Accountant. Appointed a director in July 1998 and finance director in January 2001.
Joined the company in December 1986 and became business development director shortly afterwards. A regional
managing director from January 1991 until the end of 1999 when he became finance director designate. Before joining
the company, held executive appointments with Mars Inc and Societé Générale de Surveillance SA.

E F Brown Executive Director

Aged 51. Appointed a director in July 1998. Joined Rentokil Initial in 1981 and held numerous executive positions in
the company prior to his appointment as a director. Appointed marketing director in June 2002 and sector managing
director in January 2003. Before joining the company, held executive appointments with British Steel plc, Kwikform
Limited and Sedgwick Group plc.

I Harley Non-Executive Director

Aged 52. Chartered Accountant. Appointed a director in March 1999. A director of British Energy plc. Past President
of the Institute of Financial Services. Formerly chief executive of Abbey National plc. An independent

non-executive director.

R R Spinney Non-Executive Director

Aged 61. Chartered Surveyor. Appointed a director in November 1997. Chairman of Hammerson plc. Chairman of
Hanover Property Unit Trust, a Crown Estates Commissioner and a non-executive director of Homestyle Group plc

and Fuller, Smith & Turner plc. An independent non-executive director.

P J Long Non-Executive Director

Aged 50. Chartered Management Accountant. Appointed a director in October 2002. Chief executive of First Choice
Holidays PLC. A non-executive director of RAC PLC. Formerly chief executive of Sunworld Limited. An independent
non-executive director.

R Ward-Jones
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REPORI OF
DIRECTORS

I HE

Interests in share capital

Employees

Post balance sheet events

Policy in relation to
payment of suppliers

Corporate social
responsibilities

1ne Interests of the dIrectors and their Tamilies in the company and Its supbsicdiary. companies during the period from
the end of the financial year to 26th March 2003 have changed only to the extent of awards of shares to executive
directors under the Deferred Share Award Plan, details of which are set out on pages 31 to 34.

The company has purchased cover for the directors against liabilities arising in relation to the company, as permitted
by the Companies Act 1985.

During 2002, no director had any material interest in any significant contract to which the company or any subsidiary
was a party.

On 26th March 2003, the following were registered as being interested in the company’s issued share capital:

Barclays Bank plc 4.03%
Legal and General Group Plc 3.58%

The company attaches considerable importance to keeping its employees informed of matters affecting their jobs and
the progress of the business. The company’s management magazine contributes towards this purpose and is distributed
internationally throughout the company. There are, in addition, a number of other in-house publications in the UK and
other countries covering local and divisional matters.

Employees have frequent opportunities to meet and have discussions with their managers. Senior executives from the
United Kingdom make regular visits overseas for meetings with managers and staff. A European Forum has been
established under the European Works Council Directive as a means of informing, communicating and consulting with
employees across Europe and currently covers employees in all countries of the European Union, Norway and
Switzerland.

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the
applicant concerned. In the event of members of staff becoming disabled every effort is made to ensure that their
employment with Rentokil Initial continues and that appropriate training is arranged. It is the policy of Rentokil Initial
that the training, career developments and promotion of disabled persons should, as far as possible, be identical with
that of other employees.

Shareholders’ attention is drawn to the following events which have occurred since 31st December 2002 up to 26th
March 2003:

1. The company has purchased 10.5 million of its own shares.
2. The company has sold its cash-in-transit business in Belgium.

Rentokil Initial has a variety of payment terms with its suppliers in various countries. These are either negotiated along
with other contract terms or conform to standard terms applied either by the relevant group company or by the
supplier. It is the company’s policy to pay suppliers in accordance with either negotiated or standard terms, provided
that the relevant invoice is properly presented and is not the subject of dispute.

At 31st December 2002 the trade creditors of the group represented 56 days of annual purchases and the UK businesses’
trade creditors represented 57 days of purchases; UK trade debtors represented 47 days of turnover. During the year
the parent company did not have any trade creditors.

The company takes account of social, environmental and ethical considerations when managing the business and when
contemplating new activities. At the beginning of 2002 the board adopted a range of corporate social responsibility
('CSR’) policies which, in addition to the existing policies and procedures in respect of the environment and health and
safety, comprise a code of ethics and policies in relation to the fundamental rights of employees, equal
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REPORT OF THE
DIRECTORS

Consolidated accounts

Corporate governance

The consolidated protit betore taxation for 2002 was £390.3 million (the tax on this was £104.6 million).

The book value of the consolidated tangible fixed assets at 31st December 2002 amounted to £624.3 million (2001:
£591.3 million).

Dividends declared and recommended out of 2002 profits amount to £101.6 million. Retained profits of £183.0 million
have been transferred to reserves. Net consolidated capital employed is now negative £701.6 million compared to
negative £641.1 million last year, mainly as a result of further share buy-backs.

During 2002 employees exercised options to buy 3.3 million shares of 1p each in the capital of the company under the
terms of the share option schemes approved by shareholders in general meeting. As a result, the company’s issued share
capital and share premium account increased by £5.2 million.

The company complies with The Combined Code, appended to the Listing Rules, as issued by the Financial Services
Authority (“Combined Code”) as set out below.

1. Principles of good governance
The company has applied the principles set out in Section 1 of the Combined Code as set out below:

a)

b)

Q

The board

Sir Clive Thompson was appointed chairman on 30th May 2002 and combined that role with that of chief executive
for the remainder of the year. On 1st January 2003, Mr J C F Wilde took over as chief executive. The senior
independent non-executive director, Mr B D McGowan, was appointed deputy chairman on 30th May 2002.

The board believes that it has structured its affairs to ensure that it leads and controls the company. It is
satisfied that directors bring independent judgement to bear on issues facing the company.

The board meets nine times a year and additionally when necessary and follows a formal schedule of matters
reserved for its decision. As appropriate, the board delegates certain responsibilities to both standing and ad
hoc committees under its standing procedures and practices on a clearly mandated basis.

At each scheduled meeting of the board, the chief executive reports on the company’s operations worldwide
and the finance director reports on the financial position of the company. In addition, under its standing
procedures and practices, significant issues affecting the company are reviewed on a regular basis.

Non-executive directors are encouraged to visit businesses regularly and to have exposure to all levels
of management.

Chairman and chief executive

The practice of the company has been for the chairman of the company to be non-executive and be responsible
for the running of the board. With the untimely death of the chairman, Mr H E St L King, in March 2002, the
hoard decided that it was appropriate that Sir Clive Thompson should combine the roles of chief executive and
chairman until Mr J C F Wilde took over as chief executive on 1st January 2003. It was planned that Sir Clive
Thompson would remain executive chairman until his retirement in April 2003 when his status would change
to that of non-executive chairman. The board is responsible to shareholders for the overall direction and
control of the company, and the chief executive is responsible to the board for the management of the
company within parameters set by the board.

Board balance
The company ended the year with four executive directors (including the chairman, Sir Clive Thompson) and
four independent non-executive directors.
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REPORT OF THE
DIRECTORS

Charitable and
political donations

Auditors

Authority to make further
purchases of own shares

The board has established procedures necessary to implement the requirements of the Combined Code relating
to internal controls as reflected in the guidance on the review of companies’ systems of internal control, in
accordance with the Combined Code, which has been prepared by a working party established by the Institute
of Chartered Accountants in England and Wales. The risk identification and management process has been in
place during the whole of 2002 (and up to the 26th March 2003, the date of the approval of the audited 2002
accounts) and during that time the board has regularly reviewed the process. The board has also carried out a
review of the effectiveness of the system of internal controls. The process used by the board to review the
effectiveness of the system of internal controls includes the review of reports on a six monthly basis, on legal
compliance and claims issues. Insurance and risk management and treasury issues are reviewed annually or
more frequently if necessary. In addition the audit committee reviews the scope of audits, the half yearly and
annual financial statements (including compliance with legal and regulatory requirements) and reports to the
board on financial issues raised by both internal and external audit reports.

In addition, the board has adopted a range of CSR policies (see page 22) which are being implemented by the
company and its subsidiaries on a planned basis (implementation is referred to on the company’s website
www.rentokil-initial.com). The board is implementing a risk identification and management process in relation
to social, environmental and ethical issues similar to the process used by it in relation to internal controls.

k) Going concern
After reviewing group and company cash balances, borrowings and projected cash flows, the directors believe
that the group and company have adequate resources to continue operations for the foreseeable future. For
this reason, they continue to adopt the going concern basis in preparing the accounts.

I) Auditors’ independence
The company has reviewed its relationship with its auditors, PricewaterhouseCoopers and concluded that there
are sufficient controls and processes in place to ensure the required level of independence. Consequently there
are no plans to replace PricewaterhouseCoopers or their successors, PricewaterhouseCoopers LLP, whose
re-appointment is proposed as set out in the notice of annual general meeting on page 73 of this annual report.

2. Code of best practice
During the year ended 31st December 2002, the company has complied with the provisions set out in Section 1 of
the Combined Code.

Donations for UK charitable purposes in 2002 amounted to £123,000 and a further £47,000 was donated in other
countries. There were no payments to political organisations.

Following the conversion of PricewaterhouseCoopers to a Limited Liability Partnership (LLP) from 1st January 2003,
PricewaterhouseCoopers resigned as auditors, and the directors appointed PricewaterhouseCoopers LLP to fill the
casual vacancy created by the resignation. A resolution to re-appoint PricewaterhouseCoopers LLP as auditors of the
company will be proposed at the annual general meeting to be held on 29th May 2003.

Shareholders approved an authority for the company to make market purchases of its cwn shares under the buy-back
programme announced in March 2000 at the annual general meeting held on 30th May 2002, when authority was
given to purchase up to 284 million shares (in addition to the shares already purchased under earlier authorities). This
represented 15% of the company’s issued share capital at the time, being the maximum which the Listing Rules of the
UK Listing Authority permit to be bought by way of market purchases under a single authority.

Since 30th May 2002 the company has purchased a further 34 million shares at a total cost of £77.5 million. Together
with the shares purchased under the earlier authorities, this represents aggregate purchases of 1,006 million shares
(representing 35% of the company’s share capital before the commencement of the share buy-back programme) at a
total cost of £1.8 billion.
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REPORT OF THE
DIRECTORS

Documents available
for inspection

Note regarding
purchases of own shares

A copy, or a memorandum of the terms, of every service contract between the company or any of its subsidiaries and
any director of the company is available for inspection at the company’s registered office and at the offices of Denton
Wilde Sapte, One Fleet Place, London EC4M 7WS during normal business hours on any weekday (Saturdays and public
holidays excepted) until 29th May 2003 and will also be available for inspection at the place of the annual general
meeting for at least fifteen minutes prior to and during the meeting.

As at the close of business on 28th March 2003 (being the latest practicable date prior to the publication of this
document), there were options remaining to be satisfied by subscription for shares in the company in respect of
40.9 million shares, which represents 2.2% of the current issued share capital of the company. This would represent
3.0% of the issued share capital of the company after the purchase and subsequent cancellation of both the remaining
239 million shares which as at 28th March 2003 the company had authority to purchase under the authority referred
to above granted on 30th May 2002 and the maximum 241 million shares which the company would then have
authority to purchase under the authority being proposed in Resolution 8.
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REMUNERATION
REPORT

Summary of remuneration

Remuneration packages for executive directors, sector managing directors and senior management generally contain
the following principal elements:

o Salaries

o Bonuses

o Share options
o Pensions

o Benefits

The Committee has developed remuneration packages designed to align the interests of executives with those of
shareholders. Consistent with this policy, the remuneration packages awarded to directors are intended to be
competitive and provide a mix of performance related and other remuneration designed to incentivise directors but
not detract from the goals of Corporate Governance. The executive directors and sector managing directors are
entitled to bonuses, subject to the satisfaction of performance conditions (see section entitled “Executive directors’
bonuses” below). 50% of bonuses are paid in the form of shares which vest after one year in accordance with the
terms of the company’s Deferred Share Award Plan. Sector managing directors’ bonuses are based in part on the
achievement of turnover and profit targets for the performance of the businesses for which they are responsible and
in part on their membership of the Deferred Share Award Plan. Generally, the personal targets of senior managers
(other than executive directors and sector managing directors) are tied into the performance of those profit centres
to which they contribute. Both short-term rewards (base salary, annual bonuses and fringe benefits) and longer term
benefits (share options and pension benefits) reflect the responsibilities and performance of individual executives.

The company’s policy is that a substantial proportion of the remuneration of the executive directors should
be performance related. As described below, executive directors and sector managing directors may earn annual
incentive payments with a maximum of between 53.3% and 80.0% of their basic salary together with the benefits of
participation in share option schemes. Further commentary on the level of annual incentive payments for executive
directors is provided on page 31 of this report.

Executive directors are entitled to accept appointments outside the company provided that the board's permission is
obtained and fees from all such appointments are paid to the company.

Directors’ emoluments %
A summary of directors emoluments is provided below:

FEES SALARY BONUS BENEFITS TOTAL 2001

£000 £000 £000 £000 £000 £0600
Sir Clive Thompson - 1,100 431 83 1,614 1,543
B D McGowan 46 - - - 46 36
J C F Wilde (appointed 26th February 2002) - 364 118 34 516 -
E F Brown - 388 89 45 522 594
J O Freshaug (resigned 31st May 2001) - - - - - 16
| Harley 40 - - - 40 36
H E St L King (died 16th March 2002) 46 - - - 46 218
P J Long (appointed 23th October 2002) 7 - - - 7 -
R C Payne - 435 113 43 591 557
C T Pearce (retired 12th January 2001) - - - - - 15
R R Spinney 35 - - - 35 34
2002 174 2,287 751 205 3,417
2001 315 1,909 645 180 3,049

¥ This part of the report has been audited
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REMUNERATION
REPORT

Bonuses tor executive directors tor the year ended 31st December 2002 were between 52% and /8% ot basic salaries,
as summarised in the table below, and the maximum bonuses for executive directors for the year ended 31st December
range between 53.3% and 80% of basic salary:

2003 MAXIMUM BONUSES 2002 BONUSES AS % OF

AS % BASIC SALARY BASIC SALARY
Sir Clive Thompson - 78%
J CFwilde 80% 52%
R C Payne 53.3% 52%
E F Brown 74.0% 52%

Note: 2002 basic salaries for the purposes of this table are the rates of salary as at 31st December 2002. 2003
salaries are those effective at 1st January 2003.

Bonuses are awarded on 1st March following the end of the financial year to which they relate. In accordance with
the company's Deferred Share Award Plan, 50% of the annual bonus as calculated on page 31, is paid in cash with the
remaining 50% being satisfied by the award of shares in the company. The number of shares awarded is calculated
by reference to the two prices shown in the quotations for the company’s shares immediately preceeding the date of
the award plus one quarter of the difference between these two prices. These shares are held in trust on a conditional
basis by the Rentokil Initial Employee Share Trust for a period of one year from the date of award. The director’s
interests in shares awarded under the Deferred Share Award Plan in respect of 2001 and 2002 are summarised in the
table below: £

NUMBER VESTING DATE NUMBER OF VALUE OF

DATE OF OF SHARES OF DEFERRED SHARES VESTED SHARES VESTED

PLAN AWARD  AWARDED SHARES IN 2003 IN 2003 (£)

Sir Clive Thompson 2001 1st March 2002 157,423 1st March 2003 157,423 287,691

2002 3rd March 2003 236,699 3rd March 2004

J CF Wilde 2001 1st March 2002 13,753 1st March 2003 13,753 25,134
2002 3rd March 2003 65,128 3rd March 2004

R C Payne 2001 1st March 2002 41,057 1st March 2003 41,057 75,032
2002 3rd March 2003 62,265 3rd March 2004
E F Brown 2001 1st March 2002 43,836 1st March 2003 43,836 80,110

2002 3rd March 2003 48,667 3rd March 2004

256,069 467,967

Notes: 1. The performance criterion for a bonus to be paid and deferred shares awarded under the Deferred Share
Award Plan is established by the Committee at the commencement of the relevant financial year (as above).

2. Following the release of the company's preliminary results in respect of the financial year to which the
plan relates and if the performance criterion is met, then bonus and deferred shares are respectively paid
and awarded.

3. Deferred shares are held in trust on a conditional basis by the Rentokil Initial Employee Share Trust until
the expiry of one year from the date of the award.

4. The value of shares vested in 2003, in respect of deferred shares awarded on 1st March 2002, reflects the
mid-market closing price for the company’s shares of 182.75p on the last trading day before the vesting of
the shares.

£ This part of the report has been audited
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tor the company’s shares on the trading day immediately proceeding the date of grant). The committee is currently
reviewing the factors to be applied in 2003.

Mr J C F Wilde Mr R C Payne Mr E F Brown
Level 1 0.9 1.0 1.0
Level 2 0.5 0.666 0.666

Note: No share options were granted in 2002 or will be granted in 2003 to Sir Clive Thompson as he will be retiring
as an executive in April 2003 and, under the rules of the Discretionary Schemes, is not entitled to be granted
share options in the period of 18 months preceding his retirement.

Details of the executive directors’ outstanding share options are shown in the table below: 1

NUMBER
NUMBER AT AT 315T
EARLIEST EXERCISE 1ST JANUARY DECEMBER
DATE OF EXERCISE EXPIRY PRICE 2002+ GRANTED  EXERCISED 2002
GRANT DATE DATE (PENCE) (1P SHARES) IN YEAR IN YEAR (1P SHARES)
Sir Clive Thompson
01.04.94 01.04.97 31.03.04 122.165 993,974 - - 993,974
29.09.95 29.09.98 28.09.05 156.867 1,322,788 - - 1,322,788
01.06.96 01.06.99 31.05.06 201.135 77,212 - - 77,212
18.04.97 18.04.00 17.04.07 204.634 1,400,000 - - 1,400,000
t 01.10.98 01.12.03 31.05.04 356.000 4,845 - - 4,845
14.05.99 14.05.02 13.05.09 270.000 630,000 - - 630,000
10.05.00 10.05.03 09.05.10 156.500 1,593,450 - - 1,593,450
01.03.01 01.03.04 28.02.11 205.250 1,275,731 - - 1,275,731
7,298,000 - - 7,298,000
Mr J C F Wilde
02.06.96 02.06.99 01.06.06 201.135 90,000 - - 90,000
18.04.97 18.04.00 17.04.07 204.634 120,000 - - 120,000
20.04.98 20.04.01 19.04.08 371.670 148,904 - - 148,904
1t 01.10.98 01.12.03 31.05.04 356.000 4,845 - - 4,845
14.05.99 14.05.02 13.05.09 270.000 200,000 - - 200,000
10.05.00 10.05.03 09.05.10 156.500 259,424 - - 259,424
01.03.01 01.03.04 28.02.11 205.250 208,038 - - 208,038
01.03.02 01.03.05 29.02.12 266.750 - 196,813 - 196,813
1,031,211 196,813 - 1,228,024
Mr R C Payne
26.09.95 26.09.98 25.09.05 156.867 200,000 - - 200,000
30.05.96 30.05.99 29.05.06 201.135 180,000 - - 180,000
18.04.97 18.04.00 17.04.07 204.634 240,000 - - 240,000
20.04.98 20.04.01 19.04.08 371.670 186,211 - - 186,211
1 01.10.98 01.12.03 31.05.04 356.000 4,845 - - 4,845
14.05.99 14.05.02 13.05.09 270.000 216,000 - - 216,000
10.05.00 10.05.03 09.05.10 156.500 348,881 - - 348,881
01.03.01 01.03.04 28.02.11 205.250 332,794 - - 332,794
01.03.02 01.03.05 29.02.12 266.750 - 271,681 271,681
1,708,731 271,681 - 1,980,412

¥ This part of the report has been audited
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Frotit-retated share scheme

Savings-related share
option scheme

Executive directors’
pension arrangements

Executive directors are members ot the company’s protit-related share scheme which, following the withdrawal of
Inland Revenue approval for such schemes, the last distribution under which was made in 2002. Shares held in trust for
executive directors under the scheme are included in such directors’ interests set out on page 37.

Executive directors are members of the savings-related share option scheme, which is approved by the Inland Revenue
and which was introduced in 1998. Options held by executive directors are specifically identified in the table of options
on pages 34 and 35.

Executive directors are members of the Rentokil Initial Pension Scheme. Their dependants are eligible for dependants’
pensions and the payment of a lump sum in the event of death in service. The pension arrangements provide for a
pension on retirement of % basic annual salary after 20 years’ eligible service. No other payments to directors are
pensionable.

There are no unfunded pension promises or similar arrangements to directors.

The executive directors are members of the company’s defined benefit pension scheme and their accrued entitlements
under the scheme are as set out below:

ADDITIONAL ACCRUED INCREASE IN

ACCRUED ENTITLEMENT TRANSFER VALUE TRANSFER VALUE TRANSFER VALUE

BENEFITS EARNED AT 31ST AT 31ST AT 31ST  LESS DIRECTORS

IN THE YEAR DECEMBER 2002 DECEMBER 2002 DECEMBER 2001 CONTRIBUTIONS

£000 £000 £000 £000 £000

Sir Clive Thompson 65 690 11,363 10,021 1,277
J C F Wilde 14 91 794 784 9
R C Payne 23 204 2,370 2,259 86
E F Brown 22 207 1,986 2,035 (76)

ADDITIONAL ACCRUED BENEFITS TRANSFER VALUE OF

EARNED IN THE YEAR INCREASE IN

(EXCLUDING INFLATION) ACCRUED BENEFITS

£000 £000

Sir Clive Thompson 47 732
J CFwilde 12 87
R C Payne 17 182
E F Brown 16 127

Notes: 1. The pension entitlements shown are those that would be paid annually on retirement based on years of
service to date. The increase in accrued pension entitlement during the year reflects additional service.
There were no changes to accrued benefits during the year.

2. All transfer values have been calculated on the basis of actuarial advice in accordance with the Actuarial
Guidance Note GN11 as published by the Institute of Actuaries and the Faculty of Actuaries. The transfer
values disclosed above represent the value of assets that the pension would need to transfer to another
pension provider on transferring the scheme’s liability in respect of the directors’ pension benefits. They
do not represent sums payable to individual directors and, therefore, cannot be added meaningfully to
annual remuneration.

3. Members of the scheme have the option to pay Additional Voluntary Contributions; neither the
contributions nor the resulting benefits are included in the above tables.

4. No director is a member of a money purchase scheme sponsored by the Company.

¥ This part of the report has been audited
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Performance
graph and charts

In addition to the interest in shares noted on the previous page, on the tst March 2003 the shares awarded on
1st March 2002 under the Deferred Share Award Plan vested unconditionally in the executive directors. There have
been no further changes in the interests set out above between 31st December 2002 and 26th March 2003. The shares
awarded on 3rd March 2003 are not included as these are held by the Rentokil Initial Employee Share Trust on a
conditional basis and, subject to the vesting criteria being satisfied, will vest on 3rd March 2004. For details of shares
awarded under the Deferred Share Award Plan see table in the executive directors bonuses section on page 32.

The following graph shows the company’s performance, measured by total shareholder return, compared with
the performance of the FTSE 100 Index also measured by total shareholder return. The FTSE 100 Index has been
selected for this comparison as the company is currently and has been a member of the FTSE 100 during the period
covered by the graph.

RENTOKIL INITIAL VERSUS FTSE 100 INDEX
Rentokil Initial total shareholder return compared against total shareholder return of the
FTSE 100 Actuaries Share Index
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Note: The above graph illustrates the movement of the company’s total shareholder return assuming dividends
are re-invested on the ex-dividend date against that of the FTSE 100 index since 31st December 1997 and
has been prepared on the basis that the notional investment changes each time the index changes.
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REMUNERATION
REPORT

STATEMENT OF
DIRECTORS’
RESPONSIBILITIES

Approval

The selected comparator group for the Level 2 share options granted in 2000 was as follows:

Amey Plc

The Capita Group Plc

Cintas Corporation

The Davis Services Group Plc
Hays plc

International Service Systems A/S
Securicor plc

Securitas AB

Serco Group plc

The Servicemaster Company
Williams PLC/Chubb plc

This report was approved by the board of directors on 26th March 2003 and signed on its behalf by Mr B D
McGowan.

B D McGowan

Deputy Chairman and

Chairman of the Remuneration Committee
26th March 2003

Company law requires the directors to prepare accounts for each financial year which give a true and fair view of
the state of affairs of the company and of the group and of the profit and loss and cash flows of the group for that
period. In preparing these accounts, the directors are required to adopt suitable accounting policies and to apply
them consistently, making judgements and estimates that are reasonable and prudent, and following applicable
accounting standards.

The directors are responsible for ensuring that the company keeps proper accounting records which disclose with
reasonable accuracy at any time the financial position of the company and the group and enable them to ensure
that the accounts comply with the Companies Act 1985. They are also responsible for safeguarding the assets of the
company and the group and taking reasonable steps for the prevention and detection of fraud and other
irregularities.

The maintenance and integrity of the Rentokil Initial plc website is the responsibility of the directors; the work
carried out by the auditors does not involve consideration of these matters and, accordingly, the auditors accept no
responsibility for any changes that may have occurred to the financial statements since they were initially presented
on the website.

Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.
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REPORT OF THE
AUDITORS

Opinion

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements and
the auditable part of the Remuneration Report are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information
in the financial statements.

In our opinion:

o the financial statements give a true and fair view of the state of affairs of the company and the group at
31 December 2002 and of the profit and cash flows of the group for the year then ended;

o the financial statements have been properly prepared in accordance with the Companies Act 1985; and,

o those parts of the Remuneration Report required by Part 3 of Schedule 7A to the Companies Act 1985 have been
properly prepared in accordance with the Companies Act 1985.

PricewaterhouseCoopers LLP
Chartered Accountants and
Registered Auditors

1 Embankment Place
London

WC2N 6RH

\@Eﬁﬁ\_ﬁﬁm@%@@%\mm@@ﬁm@ . 26th March 2003
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U_\nf_ W_<_‘W_‘/‘_:_:CTI_C_\|’_|
RECOGNISED GAINS AND LOSSES

RECONCILIATION OF MOVEMENTS
IN EQUITY SHAREHOLDERS® FUNDS

run 10 TCAN CNUVECLW D121 VCLWCWIDCR CLUNIULIVAILCWD FARENI
2002 2001 2002 2001

£m fm fm fm

Profit for the financial year 284.6 265.2 420.5 2933
Currency translation adjustments (11.9) (4.6) (0.7) 2.9
Total gains recognised in the financial year 272.7 260.6 419.8 296.2
FOR THE YEAR ENDED 31ST DECEMBER CONSOLIDATED PARENT
T 2002 2001 2002 2001

£m fm £fm £m

Profit for the financial year 284.6 265.2 420.5 293.3
Equity dividends (note 7) (101.6) (94.9) (101.6) (94.9)
Profit retained for the financial year 183.0 170.3 3189 1984
New share capital issued (note 22) 5.2 4.4 5.2 4.4
Own shares purchased (note 21) (237.5) (277.9) (237.5) (277.9)
Goodwill written back on disposals (note 3) - (11.5) - -
Other recognised (losses)/gains in the financial year (11.9) (4.6) (0.7) 29
Net change in equity shareholders’ funds (61.2) (119.3) 85.9 (72.2)
Equity shareholders’ funds at 1st January (646.7) (527.4) 364.6 436.8
Equity shareholders’ funds at 31st December (707.9) (646.7) 450.5 364.6




SL33HS IDNVIVE

o dd\%m\g/

aufed O Y uosdwoy] aalpd 1§

)

:Aq jleyaq sy

uo paubis a1aom pue £00Z YdJeN Y19z uo pieoq ayl Aq panoidde siam gg 01 g1 sebed uo spuawalels [epueuly asayl

9'y9¢€ S0S¥ (1'Lv9) (9°L04) pakojdwsa |euded
- - 9'g £9 s3sa1ajul Auouiw £Anb3y
9v9¢ S'0SY (£9%9) (6'204) spuny siapjoysieys Aunbg
£'S8T 7'99¢ (0'L€2) (z'008) o4 JUNODJE S50| PUE 1404d
- - 'S [ e (LY VELCTPEe)
€8l Z'6L €81 76l [ord 949534 uondwapal jeyded
L'y €9y L'ly €97 44 unoe wniwaad aleys
S'6l 9’81 S6l 9’81 ¥4 jended aseys dn psjjed
9'v9e S'0S7 (1'1v9) (9°L04) s1osse/(saty|iqel]) 1oN
(€ (8'1) (0'9€2) (£'607) 6l sebieyd pue sanijigel] 404 sUoIsInOLd
(rvvo’L) (0zve’l) {rosi’t) (9'L5%°L)
(r'vvo’tL) (0'2ve’L) (LopLL) (6'Lyv'L) 8l sbuimo.loq 18yjo pue yueq
- - () (c6) LL s1011pa1)
€Lyl €P6LL £1sL L'656 Sa1l|Igel| JUDLIND SS| S}1ASSe R0
£vr9 £'es) (69¢lL) 920 (sanj1qel|)/s1asse Juand 1aN
(0°sZ€’1) (6'%59) (5°€90°1) (rv8e)
(VA1) (€°€9) 6'LLE) (0's9) 9l sbuimollog 13410 pue yueg
(£'696) (9°'L09) (9°169) (r'6LL) 1 $101paI)
€696l cL08 9°9Z6 0'S8L

7682 0'€8l 9'68¢ SOWE ysed pue s3sodap Wiial 1oYS
1°089°L ve9 8'88F L'E6Y 4 sio1qaq
- - '8y v'Sh €l $301§
0/9, 0'Ey9'L '888 L'656

0z9L 6'9€9°L 5861l 8451 4} SjusLLISaAU]
0's L's €169 £ve9 L syasse 2|qibue)
- - v'8EL 0LLL oL sjasse a|qibueyul
w3 w3y w3 w3y 910N

1002 z00? L00Z 2002

LNIYVd

Q3LvalnosNoOd

43431530 LSLE LV

S9AIASAU pue
jeyded A1nbg

sabieyd pue
3|

Jigel| 40} SUOISIAOId

1eaf B3UO uey) sJow 19Ye ANP
buijje) syunowe - s1031paI)

Jeak suo uyum anp
Bui|jes spunowe - s101paLd)

s)asse jualnd

sjasse paxi4



CONSOLIDATED CASH FLOW
STATEMENT

Operating activities
Associates’ dividends

Returns on
investments
and servicing
of finance

Taxation

Capital expenditure
and financial investment

Acquisitions
and disposals

Equity dividends paid
Management of

liquid resources

Financing

Net cash

FOR THE YEAR ENDED 31ST DECEMBER 2002 2001
Notes fm fm

Net cash inflow from operating activities 29 575.9 576.1
Dividends received from associates 2.0 1.1
Interest received 54.4 33.6
Interest paid (109.2) (93.0)
Interest element of finance lease payments (2.1) (2.6)
Dividends paid to minority interests (0.6) 0.7)
Net cash outflow from returns on investments and servicing of finance (57.5) (62.7)
Tax paid (104.7) (112.1)
Purchase of tangible fixed assets (183.5) (200.3)
Less: financed by leases 11.4 8.0
(172.1) (192.3)

Sale of tangible fixed assets 10.9 16.1
Net cash outflow for capital expenditure and financial investment (161.2) (176.2)
Purchase of companies and businesses 30 (34.5) (21.1)
Disposal of companies and businesses - 1.9
Net cash outflow from acquisitions and disposals (34.5) (19.2)
Dividends paid to equity shareholders (97.7) (92.3)
Net cash inflow before use of liquid resources and financing 1223 114.7
Movement in short term deposits with banks 83.5 (249.4)
Issue of ordinary share capital 52 4.4
Own shares purchased (234.6) (277.9)
Net loan movement 297.6 229.0
Capital element of finance lease payments (13.2) (13.5)
Net cash inflow/(outflow) from financing 55.0 (58.0)
Increase/(decrease) in net cash in the year 31 260.8 (192.7)
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ACCOUNTING POLICIES

Intangible assets
(continued)

Tangible assets

Leased assets

Goodwill in respect of acquisitions made since 1st January 1998 is shown as an asset and (in accordance with FRS 10)
each acquisition is assessed to determine the useful economic life of the business and the goodwill. For the types of
business normally acquired by the company, the board considers that the goodwill is an inseparable part of the total
value of the relevant business. These are service businesses which are not subject to high volatility in fashions or
markets and demand for these services is likely to continue for the foreseeable future. Such businesses, if properly
managed, should grow in value over the years and hence neither the value of the business nor the goodwill have a
measurable useful economic life and the good is not amortised. This treatment of goodwill represents a departure
from the Act which requires goodwill to be amortised over its useful economic life. However, such departure is
permitted under the Act in order to give a true and fair view. The directors believe that it is not possible to identify a
finite life for goodwill in respect of acquisitions and accordingly, the treatment of goodwill identified above is
necessary in order to give a true and fair view. In view of the inability to identify a finite life for goodwill in respect
of acquisitions, it is not possible to quantify the effects of such departure from the Act. In the event that it could be
considered that the value of the business or its goodwill does have a measurable economic life, then the goodwiill
would be amortised through the profit and loss account by equal instalments over such useful economic life. The
potential lives of the businesses and goodwill are reviewed annually and revised where appropriate.

In the event that the useful economic life did not exceed 20 years, goodwill would be subject to an impairment review
at the end of the year of acquisition and at any other time in the event that the directors believe that an impairment
may have occurred. Where the goodwill is assigned a useful economic life which is in excess of 20 years or is indefinite,
the value of the relevant businesses and goodwill are assessed for impairment against carrying values on an annual
basis in accordance with FRS 11. Any impairment would be charged to the profit and loss account in the period in
which it arises.

Provision for depreciation of freehold buildings is made in equal annual instalments of 1% to 2% of cost. Leasehold
land and buildings are amortised in equal annual instalments over the periods of the leases subject to a minimum
annual provision of 1% of costs. No depreciation is charged on freehold land or fixed assets under construction. When
properties are sold the difference between sales proceeds and net book value is dealt with in the profit and loss
account. In accordance with FRS 15 annual impairment reviews are performed for properties with a useful economic
life of greater than 50 years at the balance sheet date.

Other tangible fixed assets are stated at cost less depreciation. Provision for depreciation is made in equal annual
instalments over the estimated useful lives of the assets as follows:

4to5years - Vehicles
3to 10years - Plant, machinery and equipment, tropical plants and their containers on rental
3to 10years - Office equipment, furniture and fittings.

The company selects its depreciation rates carefully and reviews them regularly to take account of any changes in
circumstances. When setting useful economic lives, the principal factors the company takes into account are expected
technological developments, expected market requirements and the intensity of which assets are used.

Where the group retains substantiaily ali the risks and rewards of ownership of an asset subject to a lease, the lease is
treated as a finance lease. Other leases are treated as operating leases. Future instalments payable under finance
leases, net of finance charges, are included in borrowings with the corresponding asset values recorded in fixed assets
and depreciated over the shorter of their estimated useful lives or their lease terms. Lease payments are apportioned
between the finance element, which is charged to the profit and loss account as interest, and the capital element
which reduces the outstanding obligation for future instalments.

Payments under operating leases are charged to the profit and loss account, as incurred, over the lease term.
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NOTES ON THE TURNOVER PROFIT NET ASSETS

ACCOUNTS s i o “om o e
1 SEGMENTAL ANALYSIS Geographic analysis
United Kingdom 1,153.4 1,092.1 225.2 223.0 104.2 57.0
Continental Europe 7224 660.5 151.9 140.6 347.4 314.7
North America 334.4 328.4 20.5 21.2 67.2 69.0
Asia Pacific & Africa - group 129.6 161.4 a4.1 52.0 35.6 40.1
Asia Pacific & Africa - other associate - - 0.3 0.3 8.4 5.1
2,339.5 2,242.4 442.0 437.1 558.8 485.9
Less:
Associate (Asia Pacific and Africa) (18.4) (19.5) - - - -
Franchisees (UK) (87.9) (79.0) - - - -
2,233.2 2,143.9 442.0 437.1 558.8 485.9
Interest (note 4) - - (51.7) (62.8) - -
Net debt (note 31) - - - - (1,260.4) (1,127.0)
2,233.2 2,143.9 390.3 374.3 (701.6) (641.1)
Business analysis
Hygiene 697.6 670.8 197.8 193.4 288.6 246.2
Security 554.4 508.2 52.2 49.0 28.6 18.7
Pest Control 211.2 204.3 79.0 76.1 349 37.5
Tropical Plants 119.6 125.6 20.9 23.5 55.7 55.6
Conferencing 77.6 74.7 26.8 27.8 112.3 95.8
Parcels Delivery 189.0 194.6 28.8 31.4 1.0 4.3
Facilities Management - group 490.1 464.2 36.2 35.6 33.3 22.7
Facilities Management - other associate - - 0.3 0.3 4.4 5.1
2,339.5 2,242.4 442.0 437.1 558.8 485.9
Less:
Associate (Hygiene) (18.4) (19.5) - - - -
Franchisees (Parcels Delivery) (87.9) (79.0) - - - -
2,233.2 2,143.9 442.0 4371 558.8 485.9
interest (note 4) - - (51.7) (62.8) - -
Net debt (note 31) - - - - (1,260.4) (1,127.0)
2,233.2 2,143.9 390.3 374.3 (701.6) (641.1)

The analysis of turnover is based on the country in which the order is received and would not be materially different
if based on the country in which the customer is located. Turnover from franchisees and from an associate in Asia
have been included to reflect the involvement by management in these businesses.

The business segment has been expanded to align the analysis with the information provided in the
Chief Executive's review.

Interest and net debt are managed by the central treasury function and therefore it is not considered appropriate to
analyse these by segment.
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NOTES ON THE
ACCOUNTS

6 TAX ON PROFIT

ON ORDINARY

ACTIVITIES (continued)

7 EQUITY
DIVIDENDS

8 PROFITS OF

HOLDING COMPANY

9

EARNINGS PER
SHARE

CONSOLIDATED

2002 2001
£fm fm
Factors affecting the current tax change
Profit on ordinary activities before tax 390.3 374.3
Taxation on ordinary activities at relevant standard rates 126.0 119.0
Disallowable expenses 1.6 1.6
Tax losses brought forward (1.0) (2.7)
Goodwill amortisation (3.9) (4.6)
Adjustment in respect of previous periods (11.0) (4.5)
Capital allowances in excess of depreciation (4.3) (6.0)
Other timing differences (5.7) (1.7)
Current tax charge for the year 101.7 101.1

As the majority of profits are generated outside the UK, the standard rate of tax has been determined as the weighted
average of the standard rates of tax in each of the different countries where profits are generated.

Based on current capital investment plans, the group expects to continue to be able to claim capital allowances and
goodwill deductions in excess of depreciation in future years.

CONSOLIDATED

AND PARENT

2002 2001

fm fm

Interim dividend paid : 1.58p (2001: 1.43p) per 1p share 28.4 25.7
Final dividend proposed : 3.95p (2001: 3.57p) per 1p share 73.2 69.2
101.6 94.9

The trustees of the Rentokil Initial Employee Share Trust have waived their right to receive dividends on shares held by
the trust for the benefit of participants in employee share schemes. Accordingly, dividends amounting to £0.5m (2001:
£0.4m) in respect of the company’s shares held by the Trust have been deducted in arriving at the aggregate of
dividends paid and proposed.

Of the profit attributable to shareholders, a surplus of £420.5m (2001: £293.3m) is dealt with in the accounts of Rentokil
Initial plc. Under 5.230 of the Companies Act 1985 a profit and loss account for the company alone is not presented.

Basic earnings per share is calculated by dividing the earnings attributable to shareholders by the weighted average
number of shares in issue during the year, excluding those held in the Rentokil Initial Employee Share Trust for UK
Employees {note 12) where dividends have been waived.

For diluted earnings per share, the weighted average number of shares in issue is adjusted to assume conversion of all
dilutive potential shares. The company has only one category of dilutive potential shares: those share options granted
to employees where the exercise price is less than the average market price of the company’s shares during the year.
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NOTES ON THE PLANT,

EQUIPMENT VEHICLES

ACCOUNTS LAND AND & TROPICAL AND OFFICE
BUILDINGS PLANTS EQUIPMENT TOTAL
fm fm fm £m

11 TANGIBLE FIXED Parent
ASSETS (continued)  Cost

At 1st January 2002 2.0 5.7 5.2 12.9
Additions at cost - 0.9 12 2.4
Intergroup transfers - (0.3) (0.9) (0.4)
Disposals - (0.2) (1.1 (1.3)
At 31st December 2002 2.0 6.1 5.2 13.3
Aggregate depreciation
At 1st January 2002 0.9 3.9 3.1 7.9
Depreciation 0.1 0.2 0.9 1.2
Intergroup transfers - - (0.1) (0.1)
Disposals - - (0.8) (0.8)
At 31ist December 2002 1.0 4.1 3.4 8.2
Net book value at 31st December 2002 1.0 2.0 2.1 5.4
Net book value at 31st December 2001 1.1 1.8 2.1 5.0
Net bool value of assets under
finance leases at 31st December 2002 - - 0.7 0.7
CONSOLIDATED PARENT
2002 2001 2002 2001
£m fm fm fm

Analysis of net book value of land and buildings

Freehold 238.5 217.4 - -
Leasehold: Over 50 years unexpired 4.3 4.4 - -
Under 50 years unexpired 9.0 6.0 1.0 1.1

251.8 227.8 1.0 1.1

12 INVESTMENTS  Subsidiary undertakings

At 1st January - - 749.6 747.4
Additions in the year - - 874.9 2.2
At 31st December - - 1,624.5 749.6

The additions in the year represents additional shares purchased in an existing subsidiary company.

A list of principal subsidiary undertakings is given on pages 69 and 70. A full list of subsidiary and associated
undertakings, as at 31st December 2002, will be annexed to the company’s next annual return.
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NOTES ON THE
ACCOUNTS

i5 CREDITORS DUE
WITHIN ONE YEAR

16 BANIK AND OTHER
BORROWINGS DUE
WITHIN ONE YEAR

17 CREDITORS DUE
AFTER MORE THAN
ONE YEAR

18 BANK AND OTHER
BORROWINGS DUE
AFTER MORE THAN

ONE YEAR

CONSOLIDATED PARENT

2002 2001 2002 2001

£m fm fm fm

Trade creditors 132.0 120.7 - 0.2
Amounts owed to subsidiaries - - 476.8 8421
Corporation tax 153.1 148.6 - -
Other tax and social security payable 78.9 71.6 4.7 2.6
Other creditors 114.4 133.2 46.9 55.2
Accruals and deferred income 167.3 147.5 - -
Deferred consideration on acquisitions 0.5 0.8 - -
Dividends payable 73.2 69.2 73.2 69.2
719.4 691.6 601.6 969.3

Unsecured bank loans and overdrafts 0.9 360.2 - 355.4
Other unsecured loans 53.3 0.4 53.0 -
Finance lease obligations 10.8 1.3 0.3 0.3
65.0 371.9 53.3 355.7

Interest on bank loans and overdrafts, and on other loans due within one year, which are denominated in a number
of currencies, is payable at normal commercial rates appropriate to the country in which the borrowing is made.

Other unsecured loans include £53.0m (2001: £nil) of notes issued under the company’s €2.5bn Euro Medium Term
Note programme which are more fully described in note 20.

Deferred consideration on acquisitions 0.3 0.3 - -
Other creditors 9.4 1.4 - -
9.7 11.7 - -
Secured bank loans and overdrafts 0.9 0.1 - -
Unsecured bank loans and overdrafts 811.3 870.6 735.2 794.1
812.2 870.7 735.2 794.1
Other unsecured loans 608.6 252.5 606.4 250.0
Finance lease obligations 21.1 21.5 0.4 0.3
1,441.9 1,144.7 1,342.0 1,044.4

Borrowings are repayable by instalments:
Between one and two years 296.2 677.8 212.1 596.7
Between two and five years 891.4 211.7 879.9 197.7
Over five years 254.3 255.2 250.0 250.0
1,441.9 1,144.7 1,342.0 1,044.4

Other unsecured loans include £606.4m (2001: £250.0m) of notes issued under the company’s €2.5bn Euro Medium
Term Note programme which are more fully described in note 20.

Interest on borrowings, which are denominated in a number of currencies, is payable at normal commercial rates
appropriate to the country in which the borrowing is made. The last repayment falls due in the year 2009.

Bank loans amounting to £0.9m (2001: £0.1m) are secured on certain assets of the group.

Borrowings repayable by instalments over five years include £2.6m (2001: £3.4m) in respect of finance leases.
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NOTES ON THE
ACCOUNTS

20 DERIVATIVES
AND OTHER
FINANCIAL
INSTRUMENTS

The group’s objectives, policies and strategy for holding financial instruments are discussed in the financing strategy
and structure section of the Finance Director’s review on page 16.

Short term debtors and creditors
In accordance with FRS 13 short term debtors and creditors have been excluded from all the following disclosures, other
than the currency disclosures.

Interest rate risk profile of financial liabilities
After taking account of the various interest rate and currency swaps entered into by the group the interest rate risk
profile of the group’s financial liabilities was:

NON NON

FLOATING FIXED  INTEREST FLOATING FIXED  INTEREST
CURRENCY RATE RATE  BEARING TOTAL RATE RATE  BEARING TOTAL
2002 2001
fm fm £m fm fm £m £m fm
Sterling 1,118.0 1.6 41.1 1,160.7 7233 485.6 456  1,254.5
Other European currencies 3424 14 0.3 3441 281.8 3.9 0.4 286.1
US and Canadian dollars 35.5 - - 35.5 15.1 - - 15.1
Other currencies 8.5 - 0.1 8.6 6.9 - 0.1 7.0
1,504.4 3.0 415 1,548.9 1,027.1 489.5 46.1 1,562.7

The currency and interest rates swaps undertaken by the company is to have the effect of reclassifying the underlying
borrowings’ currency and/or its interest rate basis as follows:

INTEREST RATE SWAP
CURRENCY SWAP FIXED RATE TO FLOATING RATE

2002 2001 2002 2001

£m fm £fm £m

Sterling 44.5 - 250.0 250.0
Other European currencies (31.5) - 324.9 -
Other currencies (13.0) - - -
- - 574.9 250.0

Financial liabilities on which no interest is paid comprise leases on vacant properties and deferred consideration. All
creditors falling due within one year (other than bank and other borrowings) and provisions (other than contracted
future vacant properties costs) are excluded from the above table either because they are short term items or they are
not financial lia ies (as defined in FRS 13).
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NOTES ON THE
ACCOUNTS

20 DERIVATIVES AND
OTHER FINANCIAL
INSTRUMENTS
(continued)

BOOK FAIR BOOK FAIR
VALUE VALUE VALUE VALUE
2002 2002 2001 2001
fm £m £m fm
Primary financial instruments held or issued to finance the group’s operations :
Short term borrowings:
- Medium Term Notes issued (53.0) (53.0) - -
- Other borrowings (12.0) (12.0) (371.9) (371.9)
(65.0) (65.0) (371.9) (371.9)
Long term borrowings:
- Medium Term Notes issued (606.4) (624.6) (250.0) (243.1)
- Other borrowings (835.5) (835.5) (894.7) (894.7)
(1,441.9) (1,460.1) (1,144.7) (1,137.8)
Other financial labilities (42.0) (42.0) (46.1) (46.1)
Investments - convertible note 134.0 134.0 134.0 134.0
Fixed rate deposits - government gilts 5.6 15.8 17.5 18.0
Cash and short term deposits 230.9 230.9 3721 3721
Debtors - deferred consideration/disposal notes i8.4 8.4 18.8 18.8
Derivative financial instruments held or issued to hedge the
interest rate on existing borrowings and currency exposure
on expected future sales and purchases:
Net interest rate and currency swaps - 26.3 - (8.2)
Forward foreign currency contracts - 0.3 - 0.1)

The company has issued the following medium term notes under its €2.5bn Euro Medium Term Note programme:

CURRENCY/AMOUNT INTEREST COUPON MATURITY DATE
£40m Floating rate - 1 month LIBOR +0.25% 10.09.03
¥2,500m Fixed rate - 0.21% pa 17.11.03
€50m Floating rate - 3 month EURIBOR +0.4375% 7.10.04
€500m Fixed rate - 5.75% pa 21.05.07
£250m Fixed rate - 6.125% pa 19.11.08

The aggregate book and fair values for these notes are reflected in the above table.

The fair value of other short term borrowings and long term borrowings (under which short term drawings are made
under committed credit facilities which mature in October 2006) approximate to their book values given their short

term maturity.

Investments include a £134.0m convertible note issued by Ashtead Group plc in partial consideration for their purchase
of the former US plant services business. The note has a final maturity date of May 2008 and interest accrues at 5.25%
per annum and is payable biannually. Prior to final maturity, the group can exercise an option to convert the note into
89.333m ordinary shares of Ashtead Group plc (representing some 20% of total equity) at an effective exercise price
of £1.50 per ordinary share. As at 31st December 2002, Ashtead Group plc’'s quoted share price {which is listed on the

London Stock Exchange) was 24p (2001: 78p).
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OTHER FINANCIAL  The maturity profile of the carrying amount of the group’s financial lia

ies, other than short term trade creditors

ACCOUNTS INSTRUMENTS and accruals, at 31st December was as follows:

AnO:ﬁ:cm& OTHER OTHER
FINANCE FINANCIAL FINANCE FINANCIAL

LOANS LEASES LIABILITIES TOTAL LOANS LEASES LIABILITIES TOTAL

2002 2001

fm £fm fm fm fm fm fm fm

Within one year, or on demand 54.2 10.8 5.4 70.4 360.6 1.3 5.8 377.7

Between one and two years 287.7 8.5 8.5 304.7 670.7 71 8.8 686.6

Between two and five years 881.4 10.0 11.0 202.4 200.7 11.0 10.8 222.5

Over five years 251.7 2.6 17.1 271.4 251.8 3.4 20.7 275.9

1,475.0 31.9 420 1,548.9 1,483.8 32.8 46.1 1,562.7

Other financial liabilities include £41.0m (2001: £45.2m) in respect of vacant property provisions retated to underlying
onerous lease contracts.

Borrowing fac
The group had the following undrawn committed borrowing facilities available at 31st December in respect of which
all continuing conditions precedent had been met at that date.

TOTAL
2002 2001
fm £m
Expiring between one and two years o 326.3 238.1
Expiring between two and five years 8.1 312.4
334.4 550.5
CONSOLIDATED PARENT
2002 2001 2002 2001
£fm fm fm fm

21 SHARE CAPITAL  Ordinary shares of 1p each
Authorised - 4,100,000,000 shares 41.0 41.0 41.0 41.0
Issued and fully paid S
At 1st January - 1,950,023,019 shares 9.5 20.8 19.5 20.8
Own shares purchased and cancelled - 92,389,125 shares (0.9) (1.3) (0.9) (1.3)
Share options exercised - 3,309,942 shares - - - -
At 31st December - 1,860,943,836 shares 18.6 19.5 8.6 19.5

The company purchased 92.4m (2001: 135.9m) of its own shares in the market under the authorities conferred by
shareholders. The total cost, including £1.4m (2001: £1.3m) of expenses, was £237.5m (2001: £277.9m) which has been
charged against the company’s distributable reserves. These shares were cancelled after purchase and an amount equal
to the nominal value of the share capital has heen transferred to a capital redemption reserve (note 23).
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NOTES ON THE
ACCOUNTS

25 PROFIT AND LOSS
ACCOUNT

26 EMIPLOYEES

27 PENSION
COMMITMENTS

CONSOLIDATED PARENT

,,,,, 2002 2001 2002 2001

fm fm £m fm

At 1st January (731.0) (606.7) 285.7 362.3
Exchange adjustments (12.3) (4.0) (0.7) 29
Profit for the year retained 183.0 170.3 318.9 198.4
Own shares purchased/cancelled (note 21) (237.5) (277.9) (237.5) (277.9)
Transfer (to) other reserves (2.4) (1.2) - -
Goodwill written back on disposals (note 3) - (11.5) - -
At 31st December (800.2) (731.0) 366.4 285.7

Included in exchange adjustments are gains amounting to £12.0m (2001: gain of £9.4m) arising from borrowings
denominated in foreign currencies designated as hedges of net overseas investments.

The balance of goodwill previously written off against consolidated reserves is £2,419.1m (2001: £2,419.1m).

CONSOLIDATED

2002 2001
£fm fm
Staff costs of the group during the year

Wages and salaries 944.8 900.9
Social security costs 124.1 117.2
Other pension costs (note 27) 2.4 9.6
1,081.3 1,027.7
2002 2001
Number Number

Average monthly numbers of people employed by the group during the year
Service 83,184 84,337
Selling 3,201 3,101
Administration 6,062 6,038
92,447 93,476

Emoluments of directors of Rentokil Initial plc, included in the staff costs above, are summarised below. Further details
are given in the Remuneration Report on page 30.

2002 2001

£000 £000

Fees 174 315
Remuneration as managers and costs of pension and life assurance schemes 3,243 2,734
3,417 3,049

The group operates a number of pension schemes around the world covering many of its employees. The major
schemes are of the defined benefit type with assets held in separate trustee administered funds.

The principal scheme in the United Kingdom is the Rentokil Initial Pension Scheme.

Actuarial valuations of the UK scheme are carried out every three years. The most recent actuarial valuation was at
1st April 1999 although an actuarial valuation at 1st April 2002 is currently being completed by Hewitt Bacon &
Woodrow. The 1999 valuation was carried out using the projected unit credit method and the principal assumptions
made by the independent professional actuary were that future investment returns would be 6% per annum,
pensionable salaries would increase by 4% per annum and pensions would increase by 2.5% per annum or at the rate
provided in the rules of the UK scheme. The assumed yield on UK equity investments was 2.8%.
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NOTES ON THE
ACCOUNTS

27 PENSION
COMMITMENTS
{continued)

If the amounts in the previous table had been recognised in the ftinancal statements the group’s net assets and protit
and loss account reserve at 31st December would be as follows:

2002 2001
fm £fm
Net liabilities
Net liabilities (701.6) (641.1)
Adjust for SSAP 24 prepayment (net of deferred tax) (13.6) (15.8)
Net liabilities excluding SSAP 24 pension asset (715.2) (656.9)
FRS 17 pension (liability)/asset (net of deferred tax) (109.2) 13.5
Net liability including FRS 17 pension liability (824.4) (643.4)
Reserves
Profit and loss account reserve (800.2) (731.0)
Adjust for SSAP 24 prepayment (net of deferred tax) (13.6) (15.8)
Profit and loss account reserve mxnca_zm;mmzu 24 pension asset (813.8) (746.8)
FRS 17 pension (liability)/asset (net of deferred tax) (109.2) 13.5
Profit and loss account reserve including FRS 17 pension liability (923.0) (733.3)

The amount charged to operating profit and finance costs for the year ended 31st December 2002 had FRS 17 been
operative is as follows:

2002 2002
fm fm

Operating costs
Service cost (12.7)
Other finance items

Interest on scheme liab (34.3)
Expected return on scheme assets 43.4

9.1
Pension cost under FRS 17 (3.6)

The amount recognised in the Statement of Total Recognised Gains and Losses had FRS 17 been operative is as follows:

% OF SCHEME
2002  ASSETS/LIABILITIES

£m AS APPLICABLE
Actual return less expected return on scheme assets (144.2) (29.9)
Experience gains and losses arising on scheme liabilities (25.5) : (4.0)
Changes in assumptions underlying the present value of the scheme liabilities (1.9) (0.3)
Actuarial loss recognised in the STRGL (171.6)
Movement in surplus during the year
2002
£m
Surplus in scheme at 1 January 19.2
Current service cost (12.7)
Contributions -
Past service cost -
Other finance income 9.1
Actuarial loss (171.6)

Deficit at 31st December (156.0)
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NOTES ON THE
ACCOUNTS

31 RECONCILIATION
OF MIOVEMENT
IN NET DEBT

32 CONTINGENT
LIABILITIES

33 COMMITMENTS
FOR CAPITAL
EXPENDITURE

34 RELATED PARTIES

35 POST BALANCE
SHEET EVENTS

CASH AND BORROWINGS BORROWINGS

DEPOSITS UNDER 1 YEAR  OVER 1 YEAR NET DEBT

fm fm fm fm

At 1st January 2002 389.6 (371.9) (1,144.7) (1,127.0)
Change in net cash in the year (59.5) 320.3 - 260.8
Movements in deposits and loans (83.5) - (297.6) (381.1)
Finance lease movements - 0.8 1.0 1.8
Exchange adjustments (0.1) (14.2) (0.6) (14.9)
At 31st December 2002 246.5 (65.0) (1,441.9) (1,260.4)

The group has contingent liabilities of £6.0m (2001: £7.7m) relating to guarantees in respect of third parties and the
company has guaranteed bank and other borrowings of subsidiaries amounting to £1.5m (2001: £0.8m). The group has
commitments, amounting to approximately £15.9m (2001: £7.1m), under forward foreign exchange contracts entered
into in the ordinary course of business.

The company and certain subsidiary companies have, in the normal course of business, given performance guarantees
in respect of the group’s own contracts and, in connection with the disposal of businesses, have assumed certain
contingent obligations. In addition, there are contingent liabilities in respect of litigation. None of these matters is
expected to give rise to any material loss.

CONSOLIDATED PARENT
2002 2001 2002 2001
£m fm £m fm
Expenditure authorised by the directors:
Contracts placed 3.3 21.2 - -
Contracts not yet placed 26.9 38.0 - 0.2
40.2 59.2 - 0.2

The company has taken advantage of the exemption not to disclose transactions with 90% to 100% owned subsidiaries.
There are no related party transaction in respect of associated undertakings or material related party transactions in
respect of a 75% owned subsidiary undertaking.

On the 22nd February 2003 the company disposed of its interest in its cash-in-transit business in Belgium for £2.7m.

The company has purchased a further 10.5m of its own shares for £18.1m during the period from the end of the year
to 26th March 2003 (the date these financial statements were approved by the board).
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PRINCIPAL OPERATING
SUBSIDIARY AND ASSOCIATED
UNDERTAKINGS

Associated undertakings

Singapore
Rentokil Initial Singapore Pte Ltd *

South Africa
Rentokil Initial (Pty) Ltd *

South Korea
Yu Yu Calmic Co Ltd (50%) *

Spain

Initial Gaviota SA *
Limpiezas Initial SA *
Rentokil Initial Espana SA *

Sweden
Rentokil Initial AB *
Rentokil Tropical Plants AB *

Switzerland
Rentokil Initial AG *

Taiwan
Rentokil Initial Singapore Pte Ltd (Taiwan Branch) *

Tanzania
Rentokil Initial Tanzania Ltd

Thailand
Rentokil Initial (Thailand) Ltd

Trinidad
Rentokil Initial (Trinidad) Ltd

USA

Initial Contract Services Inc *

Initial Healthcare Services In¢ *
Initial Tropical Plants Inc *

Premier Resorts International Inc *
Rentokil Inc - Pest Control Services *
Stanley Smith Security Inc *

Zambia
Rentokil Initial (Zambia) Ltd *

Zimbabwe
Unifreight Ltd *

Japan
Nippon Calmic Ltd (49%) *

Saudi Arabia

Rezayat Sparrow Arabian Crane Hire Co Ltd
(49%) *

Rezayat Deborah Saudi Arabia Co Ltd (49%) *

The activities of the major subsidiaries are referred to in the Chief Executive’s review on pages 7 to 13.

Notes 1 Rentokil Initial plc owns directly or indirectly 100% of the shares 4 The group’s 50% interest in Yu Yu Calmic Co Ltd is consolidated as
in all subsidiaries except where a lower percentage is shown. a subsidiary to reflect the group’s dominant influence exercised
2 Undertakings, part or all of whose share capital is owned by over this company because of its shareholding and its
another subsidiary, are marked *. involvement in the management and because the business is
3 Undertakings operate and are incorporated in the country conducted under licence from Rentokil Initial plc.
underneath which each is shown.

* See note 2 above
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TEN YEAR
SUMMARY

1993

R EEEEEEEEEEEE©EE——S

19949

1995

1996

1998

1999 2000 2001 2002
(note 1)
£m £m £m fm fm £m £m £m £m £m
Turnover 600.3 734.6 874.5 2,339.7 2,874.9 2,899.3 3,039.2 2,632.1 2,242.4 2,339.5
Profit 147.0 177.0 2145 318.0 417.0 490.6 541.1 4011 3743 390.3
Tax (52.4) (62.2) (74.9) (97.9) (121.4) (139.8) (154.5) (114.3) (108.2) (104.6)
Minority interests (0.2) (0.2) (0.3) (0.9) (1.0) (1.2) (1.3) (1.2) ) (0.9) (1.1)
Profit after tax
and minority interests 94.4 114.6 139.3 219.2 294.6 349.6 385.3 285.6 265.2 284.6
Dividends (27.8) @w.d (41.4) (72.2) (87.5) :om.mv: (117.6) (93.2) (94.9) m.S.Q
Profit retained in the group 66.6 80.9 97.9 147.0 2071 243.7 267.7 192.4 170.3 183.0
Adjusted earnings per 1p share 4.86p 5.87p 7.11p 8.57p 10.32p 12.22p 13.47p 11.71p 13.30p 15.00p
Adjusted dividends per 1p share 1.43p 1.73p 2.10p 2.53p 3.06p 3.70p 4.11p 4.53p 5.00p 5.53p
Share capital 19.5 19.6 19.7 285 28.6 28.7 28.7 20.8 19.5 18.6
Reserves 88.9 154.9 210.0 (158.8) (64.2) 160.4 4229 (548.2) (666.2) (726.5)
Minority interests 1.0 1.1 1.2 2.4 3.8 4.6 49 5.5 5.6 6.3
Capital employed 109.4 175.6 230.9 (127.9) (31.8) 193.7 456.5 (521.9) (641.1) (701.6)

Note 1: The turnover from 1999 includes franchisee turnover. Earlier years have not been restated.
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NOTICE OF MEETING

Notes

9.

(iv) the maximum price which may be paid for each Ordinary share is an amount (exclusive of expenses) equal to
105 per cent. of the average of the middle market quotations for an Ordinary share as derived from the
London Stock Exchange Daily Official List for the five business days immediately preceding the day on which
such Ordinary share is contracted to be purchased; and

(v) this authority shall expire at the conclusion of the annual general meeting of the company in 2004 or, if
earlier, on 29th August 2004 {(except in relation to the purchase of shares the contract for which was entered
into before the expiry of this authority and which might be executed wholly or partly after such expiry).

To transact any other business of the company.

By order of the board

~
\\&) 14th April 2003
.\ Registered Office:

Felcourt, East Grinstead

R Ward-lones West Sussex RH19 2)Y
Secretary Registered No. 224814

1.

Following the conversion of PricewaterhouseCoopers to a Limited Liability Partnership (LLP) from 1st January
2003, PricewaterhouseCoopers resigned as auditors, and the directors appointed PricewaterhouseCoopers LLP to
fill the casual vacancy created by the resignation.

A member entitled to attend and vote at the meeting may appoint one or more proxies to attend and, on a poll,
to vote instead of him. A proxy need not be a member of the company.

Only those persons who are on the share register 48 hours before the time of the meeting shall be entitled to
attend and vote at the meeting.

Shares held in uncertified form (i.e. in CREST) may be voted through the CREST Proxy Voting Service in accordance
with the procedures set out in the CREST manual.

A copy, or a memorandum of the terms, of every service contract between the company or any of its subsidiaries
and any director of the company is available for inspection at the company's registered office and at the offices
of Denton Wilde Sapte, One Fleet Place, London ECAM 7WS, during normal business hours on any weekday
(Saturdays and public holidays excepted) until 29th May 2003 and will also be available for inspection at the place
of the annual general meeting for at least 15 minutes prior to and during the meeting.

The annual general meeting is being held at The British Library, 96 Euston Road, London NW1 2DB (see map on
proxy card). The nearest underground stations are King’s Cross and Euston.
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